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FOREWORD

The State and Local Fiscal Assistance Act of 1972,
commonly called the Revenue Sharing Act, expires on '
December 31, 1976. Passage of the act marked a new approach
to giving Federal financial assistance to State and local
"governments., Undexr the program, Federal funds are auto-
matically disbursed to all State governments and to over
38,000 local governments--counties, townships, municipali-
ties, Indian tribes, and Alaskan native villages--with fewer
administrative requirements and controls than apply to other
forms of Federal domestic aid.

The Congress limited the funding of the revenue sharing
program to a 5-year period in order to review the act and
decide whether it should be continued or revised. We are
studying selected aspects of the revenue sharing program so
that we can assist congressional evaluation.

Because revenue sharing affects so many State and local
governments, various individuals have suggested that it be
used as a lever to encourage improved intergovernmental co-
operation and, perhaps, local government modernization.
Although the present legislation contains no conditions de-
signed to accomplish such objectives, several bills which
led to the act sought to modernize and revitalize govern-
ment- structures and procedures. The Nation has experienced
over 2 years of revenue sharing, and we considered this an
opportune time to reexamine this issue.

We commissioned five papers by authorities in the field
of metropolitan governance. The papers were circulated to
a group of Federal, State, and local officials and other
selected experts, and a conference was held from November 20
through 22, 1974, at which time the papers and related
matters were considered. The study sought to obtain a sam-
pling of current, informed thinking about the prospects for
using revenue sharing to achieve a measure of local govern-
ment modernization and about the general status of govern-
ance in metropolitan America. The thoughts set forth should
not be interpreted as our conclusions or recommendations.
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I hope that this document, which includes the five
papers, as well as a report on the conference proceedings,
A will assist the Congress as it considers renewal of the
revenue sharing program. The report should also interest
State, local, and Federal officials; students of American
government; and concerned citizen groups.

Taw . it

Comptroller General
of the United States

ii
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" SUMMARY

This report is designed to assist the Congress, as it
deliberates renewal of the State and Local Fiscal Assistance
Act of 1972, in assessing the feasibility and appropriate-
ness of using revenue sharing to encourage intergovernmen-
tal cooperation and, in particular, local government mod-
ernization. The report describes the views and opinions
of the participants at a conference and should not be
interpreted as opinions or conclusions of GAO.

Various conference participants (see app. I for roster)
made the following observations concerning previous attempts
by the Federal Government to influence local government con-
duct. : ‘

-~Constitutional, consensual, and practical limitations
on intervention have existed.

-~Federal efforts to improve local government program
performance and processes have been more successful
than efforts to induce structural change.

--Most local governments have been restricted in what
they could do, what they could change, and what re-
sources they could apply to their problems.

--Local elected officials have been able to circumvent
the junior Federal officials with whom they deal. -

--Federal officials have not understood the processes
of local government.

--The complexity and dispersed nature of the Federal
Government has tended to make it relate to local units
in an uncoordinated and inconsistent manner.

Participants did not agree on a definition of local
government "modernization," but they did agree that Federal
efforts aimed at structural modernization tend to be dis-
ruptive and unlikely to succeed, especially if not individu-
ally tailored and pragmatic.



The idea of assigning some social burden to revenue
sharing was well received, although potential conflict was
noted between modernization (which oftens stresses effi-
ciency) and the achievement of social goals (which may
entail a degree of inefficiency).

Some saw the essence of revenue sharing as an attempt
to tap the superior Federal tax-raising capacity and there-
by induce partial equalization to help redress the "fiscal
mismatch" (mislocation of public needs and resources).

Participants believed that revenue sharing has assisted
local governments, particularly hard-pressed cities, by
decreasing fiscal disparities in three dimensions: Federal
versus State-local, State versus State, and local unit
versus local unit.

According to conference participants the following
points should be considered in any Federal effort to en-
courage modernization of local government.

--The fundamental question of what the Federal Govern-
ment wants of local government has never been pre-
cisely articulated.

--One aspect of the metropolitan "problem" is that
jurisdictional fragmentation hinders the application
of otherwise available fiscal resources to the social
problems which abound in metropolitan areas.

--Further reduction of State-local power and further
weakening of general purpose local government will
result from failure to address the deficiencies
which have prompted calls for local government
modernization.

--Truly intergovernmentally determined standards should
be substituted for federally determined "intergovern-
mental" standards in such areas as budgeting, person-
nel, management, and decisionmaking.

--To be effective as a lever for change, revenue
sharing may require a permanency to facilitate fiscal
planning by recipients.
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--If the Revenue Sharing Act is amended with the
objectives of reducing disincentives to local gov-
ernment modernization and achieving greater fiscal
equity, these amendments must recognize the varying
circumstances that exist in different parts of the
country.

Participants considered the following possible amend-
ments to the Revenue Sharing Act (see pp. 20 to 29) which
were perceived generally as either providing inducements
or eliminating existing disincentives to local government
modernization:

-—-Change the formula governing the allocation to State
areas so as to reward States with high voter par-
ticipation.

~--Vary the State government's share to reflect State
tax effort relative to local government tax effort.

--Add the State income tax factor to the Senate form-
ula.

--Allow States more flexibility in the intrastate
allocation of the total local share.

~-Increase the $200 minimum to recipients, eliminate
the 20-percent floor, and eliminate or raise the
l45-percent ceiling for major population units.

--Extend revenue sharing to the councils of govern-
ments (COGs) and special districts.

--Define "general purpose local government" in the
act or permit each State to define the term.

--Redefine "adjusted taxes" and "tax effort" in the
act.

--Provide bonuses for local government modernization.

—-Provide financial set-asides for local government
self-examination and program evaluation.



Also considered were measures that would (1) reward
States for establishing by State law, agencies designated
by Circular A-95 to perform review and comment on Federal
aid applications, and to require such agencies to present
proposals for improving regional governance and (2) amend
the Housing and Community Development Act of 1974 and other
statutes to require citizen involvement in proposals for
improving the organization and financing of public services
or to stimulate the States to form study commissions in
substate regions in order to draw regional charters for
consideration of adoption. :

Although difficulties and dangers would accompany any
Federal effort to induce local government modernization,
it was felt that the persistent and growing problems of
metropolitan government argued for such an attempt. There
was, however, agreement against using the revenue sharing
program as the sole or even primary new vehicle to encour-
age such modernization. Participants stressed that any
undertaking should be marked by flexibility; modesty of
objectives; full awareness that efforts to achieve struc-
tural change are questionable; and recognition that revenue
sharing would remain but one component of a system of Fed-
eral grants, inducements, and strategies.

o




CONFERENCE PROCEEDINGS

The Comptroller General opened the conference by
explaining that it was a phase of one of several efforts
which we had underway in response to congressional direc-
tion that we help evaluate the Revenue Sharing Act. Stat-
ing that "one man's progress is another man's retrogres-
sion," he alluded to the difficult and troublesome issues
raised by the question of whether revenue sharing "sh?uld
be or could be used to influence the structure, organiza-
tion, and processes of State and local government."

He framed the'fundamental issue as follows:

"How far can the Federal Government go in attempting
to influence State and local government before the
spirit of our Federal system is violated? OQuestions
[such as this] must be decided in the arena of public
debate, and ultimately in the Congress."

The Comptroller General observed that passage of the
original revenue sharing program had been preceded by
nearly a decade of debate and added that vigorous debate
can be expected when the Congress takes up the question of
extending the program beyond its present expiration date of
December 31, 1976. Observing that many persons, including
some Members of Congress, were interested in using revenue
sharing to promote modernization of local government and
to further encourage intergovernmental cocoperation;: he
concluded: "Congress will be interested in what this group
[the conference participants] can offer."

FEDERAL ATTEMPTS TO INFLUENCE
LOC G RNME C T
THE RECORD TO DATE

Discussion of the scope and effectiveness of previous
Federal attempts to influence local government conduct
centered on three directions which these attempts have



taken--changes in programs, in processes, and in structure.
Participants observed that

--for constitutional, consensual, and practical
reasons, limitations on intervention exist and must

be accepted;

—--the most successful Federal efforts have been those
directed at improving program performance and proc-
esses, although the record is difficult to assess
due to the practical impossibility of isolating the
Federal impact from changes which would have occurred
without intervention;

——aﬁtemptS‘to induce structural change at the local
level have been less successful;

—-~most local governments face limitations, frequently
State mandated, affecting what they do and how,
what they can change and how, and what resources
they can apply to their problems; and ’

--the fundamental question of what the Federal Govern-

ment wants of local government has never been pre~
cisely articulated.

Influencing programmatic change

The participants agreed that Federal leverage tends
to be most successful when a broad-based consensus exists,
or canh be forged, as to the appropriateness of the Federal
objective(s). They cited examples from programmatic efforts
in health, transportation, building codes, and merit sys-
tems which have been based on common Federal and local
interests or, at least, on local neutrality to the program
in question. When d program's thrust faces local reluc-
tance, for example, if it is what one participant called
"the province of particular interests;" its chances of
success are reduced. Failure of a program may be delayed
while administrators seek to build support, but, if this



attempt fails (as it did in some urban renewal projects),
persons the program was designed to benefit may turn
against it.

Influencing process change

Participants agreed that Federal efforts directed
toward process changes at the local level can be fruitful.
The evolution from comprehensive urban planning stimulation
under section 701 of the Housing Act of 1954, to increased
coordination of federally assisted metropolitan develop-
ment under section 204 of the Demonstration Cities and
and Metropolitan Development Act of 1966, to integration
of grants-in-aid with ongoing programs under the Inter-
governmental Cooperation Act of 1968 and Circular A-95
of the Office of Management and Budget, was cited as a
process-oriented advance. A participant thought these
area wide planning requirements and assistance programs
would be a legacy to our time because regional concepts
were added to the discussion agendas in metropolitan areas.
It was agreed generally that Federal leverage is easiest
to apply when seeking process changes and that changes can
persist after financial support ends. (Community action
programs were cited as evidence.)

One explanation of the efficacy of process changes
was the moral dimension frequently involved in social
programs, such as voting rights and equal employment oppor-
tunity. Even with respect to process change, however,
participants stressed that Federal initiatives cannot be
too far out of step with local preferences.

Influencing structural change

Participants agreed about the difficulties and dangers
of Federal attempts to obtain structural change in local
government, The consensus was that such an objective is
the least productive and thus the most guestionable line of
effort. Past failures may be explained in part by the mis-
direction of those attempts. Instead of concentrating on
State legislatures, which in terms of ultimate power are
usually the central actors, changes have been aimed primarily
at local governments and have failed to appreciate that



structural change very often requires popular consent (for
example, referendums). As a result of these and other
factors, a participant felt that any structural changes
tend to be temporary and fail to be maintained when Federal
pressure and money are withdrawn. The danger also exists
that the result may differ from the Federal objective.

Federal attempts to influence structure were described
by a participant as having occurred mainly in the 1950s and
1960s. When these attempts met with failure, an indirect
approach was tried having a mixture of categorical grants
involving process elements. These included Office of
Economic Opportunity and Model Cities programs which

developed new constituencies as they reached out to the
disadvantaged, forced local government to become more open
‘and responsive, and led to a modest degree of structural
change. Concurrently, these experiences suggested, in the
words of one participant, that "all wisdom was not at city
hall, that priority setting at city hall had not been the
best." TIt.was also noted that section 204 and Circular
A-95, in the course of fostering development of councils
of governments (COGs) (discussed below), have provided
opportunities for reexamining the adequacies of local
government structure in coping with regional problems.

Other factors limiting Federal influence

Participants raised related factors pertinent to
Federal efforts to influence local government conduct.
These may be summarized as follows:

--The Federal Government must affect a system it
neither owns nor controls through interaction be-
tween junior Federal officials and local elected
officials, who operate from a firm political base.
As a result they often can effectively counter
representations of inexperienced Federal officials
by appealing to their superiors or to Members
of Congress.

—--Federal officials operate in a manner largely
removed from the public pressures and ease of public
access faced by local officials.



-~-"Federal people**#*work during the daytime; local
government works at night."

~--Federal officials do not become sufficiently in-
volved, even in the larger cities where regional
or area offices are located, to understand the
processes of local government.

~-There is a tendency for Federal officials to edquate
local government with local eXecutives (mayors and
managers) and to ignore the importance of local and
State legislatures and the dependency of executives
upon them,

--Because the Federal Government is complex and
dispersed, the actions of its several components
are uncoordinated; inconsistent; and, at times,
ignorant of and in conflict with what other gov-
ernments are doing or seeking to do.

Impact of Federal programs

Using a medium-sized Northeastern metropolitan area
as the basis for his generalizations, a participant sum-
marized local officials' views toward various Federal pro-
grams and policies as follows:

—-—Cumulatively, Federal programs have led to manage-
ment improvements and enhanced citizen participa-
tion.

--Section 701's matching grants for metropolitan
planning were viewed as sound but underfunded.

~~Fragmentation of effort ensues from the multiplicity
of categorical grant programs. -

--Some antagonism exists on the part of Federal
officials who do not believe that Federal funds
are being spent prudently by local governments.

Notwithstanding these observations, the future of Federal-
local relations is viewed with some optimism.



It was pointed out that combined Federal assistance
to State and local governments now constitutes about 25
percent of all the available revenues of those units.
Emphasis was placed on the fact that about 75 percent of
this aid goes to or through the States; direct Federal-
local funding is confined largely to general revenue sharing
and to programs of the Department of Housing and Urban
Development and, previously, the Office of Economic Oppor-
tunity. Participants were reminded that programs running
into the hundreds of millions of dollars nationally often
translate into very modest sums when they reach a recipient
unit. Some States have responded to this by enacting grant
programs for their local units which supplement or parallel
Federal assistance. :

O

Comments were favorable on research results which
show that suburban communities are generally receiving less
per capita Federal aid than central cities in large stand-
ard metropolitan statistical areas.

A major criticism of categorical programs was their
tendency to skew priorities and distort fiscal choices of
recipient units. A participant thought that categorical
Federal programs have more impact on planning and certain
line agencies at the local and regional levels than on
generalist bodies.

Several participants noted that Federal objectives,
as set forth in different programs, can conflict. For
example, Federal subsidization of housing, much of it in
the suburbs, feeds urban sprawl, while simultaneously, a
Federal urban renewal program seeks to retain or reattract
middle-and upper-income families to the cities. To an
extent, then, the Federal Government has created or exacer- ~
bated elements of the metropolitan problem.

Also criticized was the failure to achieve citizen s
participation objectives which were called for in certain
programs. TIllustrations were drawn from (1) the Law
Enforcement Assistance Administration, where criminal jus-
tice planning as seen by a participant did not include
citizen views and remained in the control of directly
involved administrators, and (2) health and transportation
planning.
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Measuring program effectiveness
in a period of social change

Participants recognized and commented on the diverse
standards which can be applied, often with differing
results, to a determination of program effectiveness. 1Is
effectiveness the simple doing by a recipient unit of what
Federal officials want done? (If so, such compliance can
be achieved without locally perceived success, while satis-
fying administering Federal officials.) 1Is it the under-
taking and completion of a program with some enthusiasm
by the administrators, but with less than the complete
satisfaction of the program's clientele? (This might
describe some urban renewal projects.) Is it program
execution to the satisfaction of clientele, but the
partial dissatisfaction of local elected officials? (This
has occurred in certain programs of the Office of Economic
Opportunity.) Or is program effectiveness the doing of
what Federal officials want done, to the satisfaction of
clientele and local officials, but in an inefficient manner?
(This description might f£it some Model Cities projects.)

In considering program effectiveness and local govern-
ment change, participants stressed that change is now
coming from internal sources in larger urban areas as a
result of demographic and constituency changes (for example,
blacks achieving political influence generally and political
control occasionally). As internal change continues to
occur, social and human rights objectives once championed
by Federal programs through process changes become mixed
with similar goals of internal sources. While the com-
bined result may be stronger social coalitions, it will
become more difficult than ever to measure the impact
and effectiveness of Federal human rights initiatives.

Another aspect of these demographic and resultant po-
litical changes in city government was alluded to--possible
misunderstanding if Federal agencies promote traditional
models of metropolitan organization (especially jurisdic-
tional consolidation) now that blacks are obtaining politi-
cal control of several central cities. Blacks might inter-
pret such Federal initiatives as attempts to dilute their
power. A participant observed that federally induced
change, especially programmatic change, likely would be

11



directed ¢t the weakest local units (that is, those that
most need Federal fiscal assistance), many of which are

the older urban centers now coming under black political
control, agaih raising the possibility of misunderstanding.

COGs: EVALUATIONS AND PREDICTIONS

Considerable discussion was directed at COGs, both
because they represent an important Federal attempt to
influence local government conduct and because participants
were asked to consider whether revenue sharing funds should

be distributed to these multifunctional, voluntary, regional
associations of governments with responsibilities for

coordinating intergovernmental activities. (The latter
point will be considered later.) Participants disagreed
about COGs' past effectiveness and about their future
promise, at least as presently constituted and empowered.

COGs were viewed as basically process-oriented change
agents with a potential for limited incremental structural
change. Participants conceded the crucial role played by
the Federal Government in the evolution of COGs through
section 701(g) (COGs became eligible for grants in 1965),
section 204 (institutionalization of planning efforts in
1967), and Circular A-95's requirement of 1969 that COGs
designated as areawide agencies review and comment on
Federal aid applications. One statistic cited suggests
the relationship between COG growth and Federal impetus:
there were 25 COGs in 1963; there are about 600 today.
Focusing attention on the need for orderly metropolitan
growth, the Federal Government has relied considerably on
COGs, apparently hoping that their basically voluntary
and nonauthoritative characteristics would foster accep-
tance without sacrificing effectiveness.

A participant saw COGs as an attempt to draw new
suburban governments into metropolitan issues. He thought
they might have been ahead of their time and attributed a
degree of today's functional successes (for example, air
pollution control and solid waste cooperation) to the
climate and processes fostered by COGs. Among other accom-
plishments mentioned were regional planning, joint
purchasing agreements, minority management programs,
and cooperative responses to the energv crisis. Ap-

12



preciation was registered for the early and usually unpub-
licized improvements which result from initial COG review
of proposals.

The basic limitation some participants saw in the
COG's approach was the difficulty of achieving a Federal
response with a confederal mechanism. Other deficiencies
viewed as inherent in the COG's approach were the lack of
a onhe-man-one-vote representation base, the absence of
direct accountability to the public, and the infeasibility
of expecting COGs--whose political bases derive from their
member units--to act negatively on project proposals submit-
ted by these member units.

A degree of consensus did exist on the challenge facing
COGs--coping with the increasing number of special agencies,
many fostered by Federal programs and actions-~but consensus
was lacking on their ability to respond effectively. The
participants noted that, some Federal agencies try to evade
funneling their proposed projects through the review and
comment process, thus undercutting Circular A-95. Also the
lack of feedback concerning the ultimate Federal disposition
of submitted proposals was considered inexcusable.

PERSPECTIVES ON THE
METROPOLITAN "PROBLEM"

Conference consideration of what the metropolitan
"problem" might be, at least as viewed by ministering
Federal officials, was sporadic. It touched on impressions'
concerning how widespread, uniform, chronic, and remedial
the problem was. One basic feature of the problem is that
about 80 percent of the wealth, and most of the intractable
social problems, are in metropolitan areas; but jurisdic-
tional fragmentation hinders the application of these
resources to the problems. All government levels have been
trying to cope with this situation. To do so they must
meet the following challenges:

-~-Mechanisms and procedures must be developed to insure

that all citizens have effective access to govern-
mental decisionmakers who affect their lives.

13



--Linkages must be adjusted throughout the metropolitan
matrix, among government levels, within governmental
units, and at the several points of public-private
sector interface.

--Issues must be raised and resolved more effectively
and equitably.

--Decisionmaking must be improved in both mechanics and
outcomes.

--Substantial new fiscal resources must be developed
and applied at the proper times and in the right
places.

It was felt that progress in these areas has been minor and
that the situation continues to deteriorate, especially in
our large metropolitan areas.

Attention was directed to the economic and social
dimensions of the problem. These dimensions interact when
business and industry move from a central city to its sub-
urbs. As job opportunities disperse geographically, they
cannot be pursued by central city residents due to trans-
portation and to suburban housing impediments. Central city
taxes on those who remain must be raised to offset losses.
This spiraling effect leads to further deterioration and to
the fiscal dilemma facing older cities.

LOCAL GOVERNMENT MODERNIZATION :
DEFINITIONAL DIFFICULTIES

Since this study's focus was to help explore the
feasibility and appropriateness of amending the Revenue
Sharing Act to encourage local government modernization,
participants made an extensive effort to define moderniza-
tion. They were unsuccessful. But this failure may not be
as important as might be surmised, since many character-
istics of modernization were identified and refined, its
objectives clarified in part, its varied forms and adapta-
tions explored, and the dangers of formulary and simplistic
correctives emphasized. (Modernization, reform, change,
self-examination, cooperation, improvement, simplification,

14



effectiveness, and many other terms were employed, at one
time or another during the conference, as individually
preferred synonyms for the corrective needed.)

While modernization measures can be directed at proces-
ses or at structure, participants felt that Federal efforts
aimed at structure tend to be disruptive and unlikely to
succeed, especially if they are not individually tailored,
eclectic, and pragmatic.

Conventional and "new" reform models

Participants considered the conventional and "new"
reform models while grappling with the modernization issue.
The conventional reform model was viewed as two~dimensional
consolidation--merger of special purpose governments with
general purpose units and merger of smaller with larger
units. A primary objective of each has been to enhance the
power of generalists vis~a-vis specialists. The emphasis,
obviously, was on structural change.

Asked to illustrate this conventional model, a partici~
pant identified several of its forms, including: annexa-
tion--perceived as having limited current utility in many
urban areas; urban county--a two-tier system, as applied
in Miami-Dade County; county-county merger--described as of
some potential in more rural areas; and multipurpose
regional authoritieg--representing a transition to the "new"
model, (the best example is found in the Seattle area).

This participant identified the Metropolitan Council
in the Minneapolis-St. Paul area as the prototype of the
"new" reform model. It was described as a three-tier, State-
supported, multipurpose regional council. The central role
played by the State of Minnesota in the creation and evolu-
tion of this model was stressed as an example of the need
to direct any modernization effort with structural aspects
to the State and, especially, the State legislature.

It was cautioned that the new model must remain subject
to comprehensive regional planning, a constraint not likely
to be achieved without attentive State involvement. A
participant pointed out that the metropolitan problem is

15



most acute and complex in the larger metropolitan areas,
many of which are megalopolitan and interstate and thus not
amenable to either model. A participant was prompted to
register a "minority view*#*%*and express a favoritism" for
single purpose agencies under certain conditions. He
pointed out that they can deliver services and adjust
jurisdictional boundaries to the configurations of problems.
Since the efficiency of single purpose agencies is but one
factor in their growth--another is Federal support--it was
suggested that general purpose units concentrate not on
their elimination but on insuring that single purpose
agencies are subjected to regionally planned approaches and
forced to take cognizance of service needs bevond their
areas of responsibility.

Characteristics, objectives, and
social goals of modernization

Some agreement was obtained concerning several features
and objectives of local government modernization. Moderni-
zation was seen as possessing structural and internal
organizational aspects, as having to correct deficiencies
in decisional processes and spending priority determina-
tions, and as requiring the finding of better ways to
achieve organizational goals. Also recognized was (1) the
need to increase the involvement of State, regional, and
local officials and citizens in exploring and balancing
national, State, regional, and local objectives and (2) the
importance of developing a truly intergovernmental manage-
ment system. '

As was the case while considering many conference
agenda items, the discussion of local government moderniza-
tion elicited criticism about the failure to involve citi-
zens more effectively in the governmental process. A
related consideration dealt with the potential conflict
between (1) modernization which stresses efficiency and
(2) social and human rights goals which, to be achieved,
may entail some inefficiency. Intragovernmental objectives
--increased access to budgetary decisions and enhancement
of citizen participation generally--cannot be overlooked,
since any modernization should have a social component.

le



Tentative definitions
of modernization

While not agreeing on an operational definition of
local government modernization, participants did offer
tentative definitions or formulations of the ingredients
and main focuses of the term, for example:

--a system to (1) establish metropolitanwide policy
through a representative process, (2) enforce that
policy, and (3) coordinate the equitable and effi-
cient delivery of services called for by that policy;

-—-an accommodation to diversity;

-—-changes designed to improve the effectiveness with
which services are delivered in a fiscally equitable
manner in terms of existing distributions of needs
and resources;

~-self-examination undertaken by specific units uti-~
lizing an intergovernmental approach; and

--any improvement of intergovernmental relations in
metropolitan areas.

As a result of the inability to develop and agree upon a
definition of modernization, ensuing deliberations about
the feasibility and appropriateness of amending the

Revenue Sharing Act to encourage modernization were impeded
but not prevented.

Failure to solve the problems which have prompted calls
for modernization will have damaging consequences; and
inaction will result in further reduction of State-local
power and, in particular, further weakening of general
purpose local government.

REVENUE SHARING'S IMPACT
ON LOCAL GOVERNMENT

Before considering how revenue sharing has influenced
local government, it would be appropriate to review the pur=
poses of revenue sharing as seen by participants. One

17



participant felt that the program was designed to strengthen
a noncentralized system of government. He questioned
whether using revenue sharing to achieve modernization
entailing jurisdictional consolidation would be proper.
Other purposes cited were an easing of the financial crises
facing some local governments and a sharing by all govern-
ment levels of Federal income tax receipts. There seemed

to be agreement that the main intent of revenue sharing was
to tap the superior Federal tax-raising capacity and thereby
induce a degree of equalization to partially redress the
"figcal mismatch" (that is, the mislocation of public needs
and resources).

Participants felt that revenue sharing has been of
assistance, particularly to hard-pressed cities, by permit-
ting them to "buy some time" and thus avoid fiscal collapse.
This help was described as "a drop in the bucket" but a
vital drop. ~ Participants tended to agree that, when viewed
nationwide, revenue sharing has decreased fiscal dispari-
ties between (1) Federal versus State-local, (2) State
versus State, and (3) local unit versus local unit.

Is revenue sharing a
disincentive to modernization?

A maxim of practical politics was restated by a
participant. If a program is defined narrowly, it will
lose support; if it is defined broadly, it will receive
support but will prove difficult to evaluate. Thus, because
revenue sharing was framed in broad and general terms, many
constituent groups could support it, believing it likely
would benefit them. This observation is pertinent because
some people who wished to modernize local government thought
that revenue sharing might provide a lever for change.

Research in one metropolitan area indicates that some
disincentives to modernization derive from revenue sharing.
These disincentives were described as falling into two
categories: (1) the impact of the arrival of new money and
(2) revenue sharing's ability to inhibit certain changes.
To the extent that modernization and reform efforts were
becoming attractive to units under financial pressure,
new money delayed or subverted efforts to achieve func-
tional and jurisdictional consolidations and tax reform.
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Revenue sharing can inhibit change through its minimum
grant provisions, because small units inclined to consoli-
date would receive less than they now receive separately.
In addition, "tax effort," as defined, can deflect moves
toward transferring funding from the general property tax
to user charges.

Conference discussion centered on the second type of
perceived disincentive, using adjusted taxes as a criterion
for allocations. Economic and political consequences and
considerations of equity were debated as they arise from
the exclusion of both user charges (for example, charges
for the provision of water) and special assessments, from
the skewing in favor of public versus private provision of
services, and from the exclusion of payments in lieu of
taxes. For example, nontaxed, low-income public housing
makes payments in lieu of taxes to a municipality for
providing municipal services. Since most such housing is
found in central cities, the failure to consider payments
in lieu of taxes as tax effort is a disadvantage to central
cities.

The negative impacts of revenue sharing were countered .
by other arguments. The point was made that, even if
revenue sharing froze conditions, the consequences of not
having the program would be more disadvantageous. A par-
ticipant suggested that absence of the program would have
led to the destruction of the central city as a viable tax
base. By easing fiscal problems, revenue sharing permitted
cities to "buy time." Another view stressed the need to
distinguish between what was presumed to be the act's
intended neutrality with respect to local government modern-
ization and the disincentives resulting from the act's
specific provisions.

Equity and the social
burden of revenue sharing

A participant cited data indicating that central cities
are receiving roughly twice as much revenue sharing per
capita as their suburbs. This was felt noteworthy because
any disincentives revenue sharing may have on modernization
efforts which are prompted by considerations of fiscal
equity may be made moot. A related observation was that
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some central cities in one State are receiving approximately
the same two-to=-one ratio compared to their counties. Since
these counties tend to fund social services which are
provided mainly in the cities of that State, the true
amounts of revenue sharing funds benefiting central cities
may be understated. To the extent that these cities are
more hard-pressed financially than their counties, this
would add to the fiscal equalization effects of revenue
sharing.

Some participants observed that an issue of equity
arises when revenue sharing provides Federal funds in
excess of local taxes to some local units. A participant

suggested that perhaps units which levy only a token amount
of taxes should not be eligible for revenue sharing funds.

Other participants thought it important that disadvan-
taged groups tend to look to the Federal Government for
protection, at least so far as these groups register more
trust in Federal motivations and actions than in those of
State and local governments. Because Federal legislation
and administration have been effective in establishing and
enforcing fair standards in such fields as housing and
employment, those concerned primarily with human rights
wish to make doubly certain that revenue sharing cannot be
used anywhere to circumvent title VI of the Civil Rights
Act. For these and other reasons, minority spokesmen will
probably maintain a close watch on revenue sharing's admin-
istration and on any proposed amendments which might affect
their fields of concern, now or in the future. Participants
expressing such views criticized the levels and effective-
ness of citizen participation under revenue sharing.

Assigning a social burden to revenue sharing, while
appropriate, should not overburden the program, since it
was not designed with that as a primary objective. As put
by a participant: "Why pick on a pygmy when a behemoth is
available?" The references, respectively, were to revenue
sharing and categorical grants.

POSSIBLE REVENUE SHARING ACT AMENDMENTS

Assuming that in certain localities revenue sharing
acted as a disincentive to modernization or had inequitable
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results, participants conceded that it would be difficult

to amend the act to correct these conditions without causing
problems elsewhere. Meanwhile, they were inclined to accept
the hypothesis that while disincentives and inequities can
occur under revenue sharing, a three-pronged attack--reven-
ue sharing, block grants, and categorical grants--would be
needed to address State and local problems.

Participants agreed that the options available to the
States for modifying the allocation formula had proven
politically unworkable and, therefore, could not be viewed
as viable ways to achieve modernization or equity. Some
felt that even if an alternative formula could be

implemented, disadvantaged groups might receive poor treat-
ment from unsympathetic State decisionmakers.

Before discussing the specific Revenue Sharing Act
amendments which participants formulated and considered, it
would be appropriate to restate the major points that the
participants emphasized and to set forth other relevant
considerations. ‘

1. The fundamental question of what the Federal
Government expects of local government has never been
precisely articulated.

2. One bagic feature of the metropolitan "problem" is
that jurisdictional fragmentation at the metropolitan

level is hindering the application of those fiscal resources

which exist in the metropolitan area to the intractable
gocial problems of the central city.

3. Failure to address the deficiencies which have
prompted calls for modernization will further reduce State-
local power and, in particular, further weaken general
purpose local government.

4. Ways must be found to increase the involvement of
State, regional, and local officials and citizens in ex-
ploring and balancing national, State, regional, and local
objectives.
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5. Truly intergovernmental standards should be substi-
tuted for the present federally determined standards of
judging performance in such areas as budgeting, personnel
management, and decisionmaking, the object being to create
a truly intergovernmental management system.

6. Amendments to the Revenue Sharing Act should have
the objectives of reducing any disincentives to local
government modernization and of achieving greater fiscal
equity.

7. Proposed changes to the act should: (a) seek to
enhance (or at least not hinder) development of an increased
State role in our Federal system, (b) facilitate a strong
local government attack on metropolitan problems by

fostering genuinely regional approaches to regional matters,
and (¢) maintain a degree o? Federal control and oversight
in the process of achieving objectives (a) and (b).

8. 1In considering changes which would result in sub-
stantial additional revenue sharing funds, it should be
kept in mind that, as a nonmatch program, revenue sharing
may make elected officials of recipient units too independ-
ent of their constituencies.

9. The most propitious time to attach conditions to a
program is when new money is introduced; consequently,
unless new money is to be provided in conjunction with any
amendments seeking to induce certain actions by revenue
sharing recipients, the chances of attaching modernization
conditions will be slim.

10. To be effective as a lever for change, revenue
sharing may require a permanency to facilitate fiscal plan-
ning by the recipient.

11. Political feasibility must be duly considered in
contemplating any proposed amendments.

12. Due consideration also must be given to post-1972

developments and anticipated changes as they have affected
and will affect intergovernmental relations and metropolitan
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the effect of making, it difficult to register or vote.

It would seek to compensate for the uncertainties concerning
the best form of modernization by assuming that increased
voter participation would be a partial corrective to some
procedural and structural shortcomings. Discussion centered
on the time it would take for the proposal to raise voting
levels among the disadvantaged to current levels for other
voters. Participants felt that the objective was sound

and desirable in principle but that its pursuit through
revenue sharing would unreasonably burden on the program.

2. Amend the act to provide that the State govern-
ment's share vary, within a specified range, in -
direct relation to the percentage derived from |
dividing taxes of a State government by combined
State and local taxes.

This amendment would seek to encourage a State to
assume a greater tax effort, relative to the efforts of its
localities, by rewarding the State with more than the one-
third share now called for in the act. Several practical
problems were cited, including those dealing with tax :
"piggybacking" by localities (would the State or local level
be credited for tax effort?) and the likelihood of further
discouraging locally imposed user charges (since they would
not count in calculating tax effort, the State would benefit
further under the amendment). A wide variation of opinions
existed.

3. Amend the act to add the income tax factor, now in -
the five-~factor formula of the House of Representa-
tives, to the three-factor Senate formula.

This amendment would be designed to augment the act's
limited encouragement to impose State income taxes. It
assumes that such taxes would be more equitable than
available alternatives, particularly because income taxes
can be structured to achieve a desired degree of progres-
sivity. Many participants supported the proposal.

4. Amend the act to provide more flexibility to a
State in the intrastate allocation of the total
local share.
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This amendment would allow States to attack inequities
peculiar to them which result from the act's general appli-
cation. Although many participants supported the amend-
ment's objective and endorsed the result it would have in
forcing States into a more active role, some had reserva-
tions based mainly on their distrust of some States' social
consciousness.

5. Amend the act to increase the 3200 minimum to a
recipient unit, to eliminate the 20-percent floor,
and to either eliminate or raige the l45-percent
ceiling as it applies to major population units.

These related amendments would direct more revenue
sharing funds to those local units facing true financial
difficulties. At present, all general purpose local govern-
ments are eligible recipients unless their entitlement
comes to less than $200 annually. Additionally, townships
and municipal governments are entitled to a revenue sharing
allocation not less than 20-percent nor more than 1l45-per-
cent of the statewide per capita entitlement available for
distribution to local governments. Many small units would
be affected by increasing the $200 minimum (the exact
number, of course, would depend on the level at which the
new minimum was set) and by eliminating the 20-percent
floor (approximately 10,000 units would receive less funds).
Yet the dollar yield from either amendment would be modest.

Two contrasting views were put forth by participants:
(1) that these small units are being "propped up" by revenue
sharing and (2) that they survived before the advent of
revenue sharing and would continue to do so whether or not
they remain in the program. Due both to their negative
effects on many units and to the modest yields which would
result, some thought these amendments were of questionable
political feasibility, although they received much favor-
able comment. :

The proviso, in raising or removing the 145-percent
ceiling, would be designed to avoid rewarding resort com-
munities by limiting the amendment to "major population
units." It was felt that this amendment, while sound in
principle and capable of assisting hard-pressed large units,
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was of dubious political feasibility. It would result in
anomalies (for example, studies indicate that removal would
increase Philadelphia's allocation and reduce allocations
to all others in the State, including Pittsburgh), and
could prove divisive to the coalition of interest groups
now supporting revenue sharing.

6. (A) 2Amend the act to include COGs and special
districts as recipients.

There was strong opposition to extending revenue shar-
ing to special districts but mixed support for including
COGs as recipients. Some participants would attach all the
following conditions, and all participants would attach
some, before a COG could receive revenue sharing funds for
its own use: it must be multipurpose; it must be an author-
itative regional decisionmaker; it must be the designated
A-95 agency for its area; the State must recognize it as
the area's main vehicle for improving intergovernmental
relations; and it must possess its own taxing authority.
Some supported having COGs serve as conduits, to direct
revenue sharing funds to their member governments, rather
than themselves becoming recipients, and having revenue
sharing funds earmarked for interstate COGs' use. Another
suggestion was that COGs be supported by the Housing and
Community Development Act of 1974 rather than by revenue
sharing.

6. (B) Reward States that establish in State law
those agencies which are designated by Circu-
lar A-95 to review and comment on Federal aid
applications and require that such agencies
present proposals for improving regional
governance.

This proposal would extend assistance, either through
revenue sharing or other Federal assistance programs, to
States taking the indicated action, and would impose upon
affected A-95 agencies obligations somewhat similar to
those in (11), below. 1In view of the current deficiencies
many participants saw in such agencies (for example, their
lack of a one-man-one-vote representation base and absence
of direct accountability to the public), participants were
hesitant to assign to them the contemplated powers.
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7. Amend the act to include a definition of "general
purpose local government" or to permit each State
to define the phrase.

Participants argued whether "general purpose local
government" as defined by the Bureau of the Census and used
by the Office of Revenue Sharing in administering the act
is inadequate. Defining the phrase in the act would open
the door to definitional irregularities, and allowing each
State to define it might result in definitions so loose
that all local agencies would qualify. It was suggested
that a component of any definition or redefinition be direct
accountability to the electorate. Participants appreciated
the value of a refined definition but voiced reservations
because of these concerns.

8. Amend the act to redefine "adjusted taxes" and
"tax effort."

The objectives, clearly, would be to rectify current
inequities, especially those arising from failure to in-
clude user charges and payments in lieu of taxes. The
problem of handling truly proprietary charges was mentioned.
No consensus emerged on this proposal.

9. Amend the act to provide bonuses for local govern-
ment modernization.

In considering this proposal, participants once again
tried to cope with the troublesome question of what actions
would constitute modernization. They reiterated that
modernization was more likely to be recognized than defined
and better directed at process than at form. Although
substantial additional funds probably could not be obtained
for a bonus program, participants nonetheless hypothesized
as to the probable effect of a 1l0-percent bonus. Some
believed that there would be important results, especially
'if funds were channeled through the State under master
plans formulated by States, with local government involve-
ment, and Federal scrutiny. Bonuses were considered also
for States which created climates and conditions conducive
to modernization. It was agreed that a penalty system for
failure to modernize would not be feasible, due to the
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unfairness of punishing a local government in a State which
did not cooperate with modernization efforts and to the ill
will and possible circumvention likely to ensue in the
absence of performance standards and workable definitions
of modernization. Participants felt that, if feasible, a
bonus program to foster local government modernization,
administered through the States and dependent upon them to
create conditions favorable to modernization, should be
supported.

10. Amend the act to provide financial set-asides for
purposes of local government self-examination and
program evaluation. -

The contemplated set-asides would be used only for
self-examination leading to modernization (defined to in-
clude management improvement) and for program evaluation.
There was considerable support for this amendment. Some
participants felt set-asides would be more feasible than
bonuses; others preferred an expanded section 701 program
of the Housing Act of 1954 to further management improve-
ment and program evaluation.

11. Amend the Housing and Community Development Act
of 1974 and other appropriate Federal statutes to
(a) require, as a condition of eligibility for
the State area's share, a statutory authorization
for the local activation, either by governing
boards or by citizens directly, of metropolitan
or local government commigsions for studying and
resolving proposals for improving the organiza-
tion and financing of public services and submit-
ting proposals for approval either to the State
legislature or to an areawide referendum or (b)
stimulate the States to form study commissions in
substate regions to draw regional charters for
consideration of adoption.

The proposal in either form would seek to force the
States to make it easier for citizens and local governing
bodies to initiate, study, and bring to referendums possible
changes in the institutions serving the citizenry. A
participant pointed out that the proposal might entail an
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unconstitutional delegation of State legislative powers to
these study commissions. Other participants expressed
concern that the changes most likely to emanate from the
processes outlined would be regressive. Participants did
not agree on the proposal in either form.

12. Revenue sharing should not be considered an appro-

priate vehicle for fostering local government
modernization.

This proposition was posed as an alternative to (9)
and (10) and as a tactic to force reconsideration of this
most basic issue. There was substantial sentiment that,
although difficulties and dangers would accompany any
Federal effort to induce local government modernization,
the persistent and growing problems of metropolitan govern-
ance argued for such an attempt. There was, however, agree-
ment against using the revenue sharing program as the sole

or even primary new vehicle for encouraging such moderniza-
tion. Participants stressed that any undertaking should be
marked by flexibility; modesty of objectives; full aware-
'ness of the particular questionability of efforts to achieve.
structural change; and recognition that revenue sharing
would remain but one component of a system of Federal
grants, inducements, and strategies.
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SUMMARIES OF THE PAPERS

The five commissioned papers, considered in draft form
during the conference, provided factual and interpretive
background for this study. Each author was asked to address
three basic issues: (1) the scope and effectiveness of pre-
vious Federal attempts to influence local government conduct
in metropolitan areas, {2) the feasibility and appropriate-
ness of amending the Revenue Sharing Act to induce local
government modernization, and (3) the specific form which
such inducements should take, or, if he viewed inducements
as infeasible or inappropriate, alternatives available to
the Federal Government and to the States to help modernize
local government.

Since, in any consideration of Federal encouragement
of local government‘modernization, the key words requiring
amplification and analysis are "encouragement" and "modern-
ization, " each of these terms was dealt with in a paper.
Professor Elazar considered those modernization measures
which . mlght qualify for favored treatment through amendments
to thé Revenue Sharing Act and Professor Jones explored the
forms encouragement might take.

One of the issues on which there exists a diversity of
views is whether local government modernization would be
enhanced if certain nonqualifying local units participated
in revenue sharing. Mr. Kolderie and Professor Murphy were
asked to concentrate, respectively, on arguments for and
against such extension.

To complement these efforts, Mr. Grasberger dealt with
revenue sharing's existing disincentives to local government
modernization as these disincentives have operated in the
Rochester, New York, metropolltan area.

Following are the summaries of these five papers as
they were revised after the conference. The views expressed
are not ours but those of the authors.

ELAZAR PAPER (see app. IT)

One central and continuing task of those responsible
for governing is to develop and maintain an appropriate
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balance between the national interest in achieving certain
common goals and the national desire to maintain maximum
local self-government (itself a matter of great national
interest). Because the American system has required large-
scale intergovernmental collaboration, it has also neces-
sitated a high degree of self-restraint on the part of the
system's various partners to preserve both the spirit and
form of the constitutional division of powers. Earlier in
American history, this self-restraint was reinforced by
rhetoric and doctrine, often written into the Constitution
by the Supreme Court. Since the New Deal and increasingly
since the 1960s, these reinforcements have been eliminated
from the scene, thereby requiring more self-conscious exer-
cise of self-restraint, particularly on the part of the
Federal Government, if the principles and practices of the
Constitution are to be preserved.

Revenue sharing is one major manifestation of this
effort by Federal authorities to build self-conscious self-
restraint into Federal policy. From the first, it was
greeted with a certain ambivalence within the Federal execu-
tive and legislative branches, based upon a serious concern
for other widely accepted principles of the American politi-
cal tradition, namely, accountability and responsibility.
General revenue sharing legislation was enacted only by
incorporating this ambivalence within it. Now that renewal
of the legislation is being considered, it is natural that
these ambivalences should rise again.

Federal grants and other forms of funding may play an
especially useful role where local governments are neutral
regarding Federal goals. In such cases, the availability of
Federal funds may enable local interest groups desirous of
fostering particular activities to gain the additional lever-
age necessary to achieve their objectives. When the local
governmental leadership does not have a clear stance one
way or another, the availability of Federal funds may encour-
age it to act and even to accept the Federal standards invol-
ved without serious question.

Federal grants have minimal impact where there is wide-
spread local oppostion. In such cases, local governments,
realizing that they must at least superficially conform to
the Federal requirements, go through the motions while
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arranging matters among themselves so as to assure that the
review processes are all form and little or no substance.

Technical assistance is an effective way for the
Federal Government to influence local governments, primarily
because technical assistance is generally provided where a
strong local interest already exists and, concurrently, a
predisposition to use the assistance made available. There
is good, if incomplete, evidence that argues for wider use
of technical assistance.

Federal encouragement of local planning, whether
through planning requirements attached to grants or through
technical planning assistance, represents another way to
influence local government conduct. More recent Federal
efforts in planning have moved from attempting to stimulate
local planning to attempting to force particular kinds of
planning upon local communities. Such forced planning
efforts have provoked deep local opposition that may have
long range impacts clearly counterproductive to the inten-
tions of those who first invoked Federal power in the matter.

In an increasing number of cases, the Federal Governh-
ment can influence local government through regulation,
especially in all those areas of economic regulation subse-
quent to the New Deal. The Federal Government acts unilat-
erally in these areas. Even so, Federal regulations does
have a cooperative dimension as well as a coercive one.
Most Federal regulations dealing with safety, fairness, and
consumer protection simutaneously serve the interests of
State and local governments insofar as all three seek to
protect the citizen against unscrupulous private interests.
Only since the 1960s have such measures attempted to be
pPreemptive of State (and by extension local) enactments
rather than supplementary, complementary, or reinforcing.
The shift is particularly ominous because there is no
evidence that it has brought improved results.

A final means whereby the Federal Government exerts
effort to influence local government conduct is through
politics. On the surface, this seems to be the most amor-
phous means of all, but it is also one of the most effective,
as befits a democratic society. There is much to be said
for achieving Federal influence over local government conduct
in that way rather than in more blatantly coercive ways.
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Recent Federal efforts beginning in the mid-1960s with
President Lyndon B. Johnson's "creative federalism" have
tended to increase the amount of coercion applied from
Washington both legislatively and through administrative
regulation (which frequently exceed in coercive content any-
thing intended by a majority in Congress). The result has
not been greater success of programs stimulated by coercive
measures, even where overt local government conduct can be
seen to have been influenced by them. Rather, such measures
have contributed to what seems to be a breakdown in the
gquality of government services and the simultanecous decline
of public confidence in government's ability to contribute
to the solution of the Nation's problems.

The record shows that the impact of the Federal Govern-
ment on local government conduct depends on the particular
mixture of technical judgment, reformist values, and politi-
cal interest brought to bear in any particular case. Where
all three coincide, the Federal impact tends to be great.
Where the first and last tend to operate against the Federal -
effort, the Federal impact is likely to be slight. In any
case, political interest may well be decisive on either side
of the equation, with technical judgment coming second and
reformist values running a poor third, unless the reformers
involved can manipulate the first two.

Local government modernization measures which have been
put forward include structural and jurisdictional changes,
administrative and fiscal changes, and strengthening of
cooperative arrangements through negotiation or coercion.
Whether proposed in connection with amendments to the
Revenue Sharing Act or otherwise, such measures should be
considered with three questions in mind: (1) What specific
options have been suggested? (2) What is known about their
utility, impact, and problems? (3) Which can appropriately
be considered and which rejected in particular locational
contexts? '

Based on these and related considerations, the“follow—
ing factors become pertinent:

--The regional and multinodal character of larger
metropolitan areas (those with populations over
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250,000) suggests rejection of the "single city"
concept in favor of variety, flexibility, and appro-
priate representation of all involved units.

--To restore balance within metropolitan areas, dis-
annexation of central cities should be considered.

--Modernization which attempts to assign specific
functions exclusively to specific planes of govern-
ment should be avoided.

--The conventional modernization model-~-calling for
larger administrative units to achieve improved
efficiency~--should be examined critically due to its
tendency to produce disproportionately high super-
visory costs.

~~To achieve manageability and facilitate cooperation
among units, modernization changes should seek to
reduce the size of large administrative units.

~-Modernization should encourage existing voluntary
cooperative arrangements in planning, service delivery,
and joint functions.

~-Any use of Federal funds to stimulate local government
modernization should focus primarily on local action
to develop programs suitable for local needs and
should require systematic local citizen approval,
preferably by referendum, if substantial structural
or jurisdictional changes are involved.

It would be both infeasible and inappropriate to amend
the Revenue Sharing Act to provide inducements for modern-
ization. In part this is because it is unclear precisely
what modernization involves. The conventional model is
being seriously challenged by the "new," nonhierarchical
model which is closer to the original model of the founding
fathers. Beyond that, the political and administrative
problems of establishing a single, federally enforceable
pattern are enormous, and actions along those lines are
likely to be counterproductive. Moreover, the value
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judgments to be made before such a plan can be enacted into
legislation are very substantial.

One of the great values of federalism is the possibility
it offers for diversity and exXperimentation. Both exist in
the United States today, and any actionsg that might reduce
either deserve long and careful consideration. Finally, con-
gressional action to attach serious conditions to general
revenue sharing would by any standard be a radical departure
from the original premises of the revenue sharing idea and
would change the character of revenue sharing beyond recog-
nition.

JONES PAPER (see app. III)

The Government of the United States should play an
active and frequently a leading role in the governance of
local communities. Many national interests, affected by
the actions of State and local governments, must be pursued
in local communities. Thus it is appropriate for the Federal
Government to seek to insure that governments on all three
levels are capable and responsive agents of our national
interests.

The authors of all five papers look upon the metro-
politan area, or aggregations of such areas, as the critical
local arena. In place of the two models of metropolitan
reform described in appendix II (one of which would lead to
a single, unitary metropolitan government, the other to a
large increase in the number of small municipalities and to
reliance on special districts and authorities to handle
regional affairs), this paper proposes an intergovernmental
model of metropolitan governance.

Large, complex metropolitan areas are governed by a
mixture of individuals and organizations. Within the public
sector there are Federal, State, and local governmental
actions; within the local government sector there are the
actions of many large, medium, and small counties, munici-
palities, and special purpose agencies.

The relationships among these entities are constantly

changing. Although most of these actions and reactions are
minor in consequence, and incremental, and can be handled
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through the politics of accommodation, an increasing number
of important matters are of regional import, including the
interface among discrete actions. The latter must be ad-
dressed through extra-~local and extra-functional organiza-
tion. ‘

It is clearly appropriate, and desirable, for the Con-
gress to insist that there be formal arrangements for inter-
governmental planning, decisionmaking, and administration of
regionally significant matters. If a maximum of local self-
government is also a national goal, it can be achieved only
through a structure of intergovernmental relations operating
simultaneously on regional, State, and national levels. The
Congress has attached conditions to grants~in-aid and used
other inducements to increase the responsiveness, efficiency,
and effectiveness of State and local governments. As a re-
sult, the behavior of State and local officials has been
modified. ! i

{

The standards imposed in categorical grant programs,
however, have always been Federal standards. The Congress
should consider ways of developing and substituting inter-
governmental standards for Federal standards. A potentially
fruitful method would be to establish Regional Advisory
Commissions on Intergovernmental Relations in each of the
10 Federal regions and charge them, under the leadership of
the national Advisory Commission on Intergovernmental Rela~
tions (ACIR), with developing intergovernmental performance
standards for planning, budgeting, personnel, and regional
decisionmaking. Based on this work, Congress could replace
the innumerable and sometimes conflicting requirements in
exXisting Federal legislation and administrative regulations
with an Intergovernmental Planning Act, a genuinely Inter-
governmental Personnel Act, an Intergovernmental Fiscal
Responsibility Act, etc.

!

Standards thus produced would not, in fact, be Federal,
but intergovernmental standards. State and local govern-
ments would no longer be able to view such standards as an
imposition from outside. They would accept them as the
creation of all levels of government.

This paper recommends that Congress initiate the pro-
cess of intergovernmental collaboration at the national,
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State, and regional levels. The Revenue Sharing Act should
be examined carefully to see that it contains no disincen-
tives to such collaboration. Two recommendations for speci-
fic amendments to the Revenue Sharing Act are: (1) area
wide planning agencies should be made eligible to receive
revenue sharing funds and (2) recipient governments should
be required to budget a specified percentage of their en-
titlements for program evaluation and the improvement of
decisionmaking and management.

It is not improper to require recipients of revenue
sharing to meet standards, hopefully intergovernmental stand-
ards, of responsiveness and effectiveness, provided they
have discretion over the spending of funds. It would be
inappropriate, however, to use general revenue sharing as
the major vehicle for improving the responsiveness and
effectiveness of State and local governments. This can be
better done by enacting general legislation applicable to
all recipients of Federal assistance, by attaching conditions,
and using inducements in special revenue sharing and cate-
gorical assistance programs.

A basic assumption underlying this analysis and result-
ing recommendations is that we now have a three-component
system of fiscal federalism: general revenue sharing with
few strings; special revenue sharing and block grants, with
more conditions, both programmatic and procedural; and
categorical grants targeted to achieve specific objectives
through more detailed procedures.

The Congress probably will continue all three forms of
assistance. Categorical grants will be added as the need
is perceived; from time to time, but not annually, some
categorical grants will be incorporated into block or special
revenue sharing grants; a full-fledged evaluation and review
of general revenue sharing will occur even less frequently.

Both before and after legislative action the linkages
among the three components, and the effect new and revised
categorical and block grants will have on other objectives
and programs, need to be analyzed. Congress should‘supple-
ment current analyses with an Intergovernmental Impact State-
ment from ACIR before final action on any proposal to add,
subtract, or modify a grant-in-aid.
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The subtitle of this psper (what forms might induce=-
ments in the Revenue Sharing Act take to encourage local
government modernization) is not discussed extensively,
because general revenue sharing should not be the principal
vehicle for modernization. Some inducements, however, are
discussed briefly because they can be used in other Federal
actions designed to achieve the same purposes,

Federal strategy should be to initiate and participate
in governments' efforts to develop the responsiveness and
effectiveness of each participant. Current Federal use of
bonuses and penalties for failure to "modernize" through
reform or cooperative action are weak, as suggested by an
examination of regional review and comment as administered
under Circular A-95.

The most important contributions the Federal Government
can make to the "modernization" of State and local govern-
‘ments are: to recognize its responsibility as a partner in
the governance of metropolitan America; to take the leader=-
ship in creating a process, and the concomitant structures,
to evaluate intergovernmental policies and programs and to
develop intergovernmental standards of capability and
responsiveness; and to lead, where necessary, in mobilizing
a supportive clientele for intergovernmental collaboration.

KOLDERTE PAPER (see app. IV)

The principal weakness in the governmental system of
major metropolitan areas is the inability to address and to
resolve the basic policy issues affecting such areas. This
is especially the problem from the point of view of the
Federal Government which is now increasingly respon31ble for
financing the construction and operation of subsystems such
as transportation, housing, health care, waste dlsposal and
the maintenance of public orxrder. What is requlred”ig a’
political organization reflecting the new and metropolltan
definition of the city; what exists is a polltlcal system
reflecting the older, municipal deflnltlon of tﬁe c1ty a

. P Tt e Y

The modernization most needed, thereipre, 1s a polltlgal

2t L 2

mechanism genulnely able to make deglslons on 1ssues regard-

ing the development of major urpan sgstems. I; 1s here” that
interests conflict. This can be resolveﬁ if an “umb“‘ e

mechanism is created to fit the subsystems 1nto a cdherent
program for the overall development of the region. B
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This mechanism should not be created by the Federal
Government but by the States, specifically in State law.
In our system the State legislatures have the real power to
build and to rebuild the system of local government organi-
zation and finance. Any Federal strategy for local govern-
ment modernization, to be successful, must begin by tapping
the potential in State law.

Revenue sharing could be the vehicle through which the
Federal Government induces this action by rewarding any
State that establishes, in law, the A~95 agency for a metro-
politan region or by requiring such action as a condition
for a State to continue in the revenue sharing program.

Such an inducement, or requirement, could be added to other
Federal laws affecting metropolitan organization or develop-
ment. It is important to get action. The Federal effort to:
modernize metropolitan governmental systems should not rely
solely on the feasibility or appropriateness of including

the inducement or requirement in the revenue sharing program.

It is better, for practical reasons as well, if partic-
ular modernizations are carried out by the States through
their legislative processes rather than by the Federal
Government. This would keep the Federal Government out of
a political thicket; insure that the system of representa-
tion and voting is tailored to the particular laws and tra-
ditions of each metropolitan area; permit involvement of all
affected parties--local officials, citizens, legislators,
and the governor--in a structured process of decisionmaking;
and result in a mechanism with formal status and true author-
ity.

Establishing a statutory regional decisionmaking mech-
anism in this manner would be a modernization in itself and
a process for stimulating a continuing modernization of the
governmental system within the metropolitan area. This will
be true, at least, when the regional mechanism (the succes-
sor to the present A-95 agency) is directed, both by State
law and by Federal regulation, to return regularly to the
State legislature with proposals for addressing and resolv-
ing problems in the major subsystems and in the system of
urban governance itself.
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There are five reasons to believe that a statutory
mechanism, thus equipped and charged, will produce contin-
uing modernization of the governmental system.

1. Indepth examination of major urban problems will
show that most of them have important regional
dimensions and are unlikely to be resolved effec-
tively without establishing some form of regional
decisionmaking body.

2. The requirement that the statutory A-95 agency face
toward its State legislature (rather than toward the
Federal Government or local units) will insure that
the agency's proposals will move to that body with
the greatest authority and willingness to make sub-
stantial changes in the urban governmental system.

3. The prospect of State action, and particularly the
prospect that the State legislature may create new
regional agencies to operate regional systems, will
give municipalities and counties an incentive to
cooperate in solving regional problems.

4. A revenue sharing bonus given to a State for the
establishment of statutory A-95 agencies can be used
to create and support particular modernizations
directly (for example, a regional police communica-
tions system or regional data-processing system).

5. Particularly if established simply as management
) agencies, with operations left to county and munici=-
pal units, the regional agencies responsible for
transportation, waste disposal, open space, etc.,
will have the incentive and the ability to seek out,
continuously, more effective ways of delivering
services.” - o a
This strategy for inducing modernization, by introducing
into the system a statutory regional agency charged with
making recomméndations’ for solving problems to its State
legislature, has never been tried by the Federal Government.
It should be tried, and revenue sharing could be an approp-
riate vehicle.”” " =
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MURPHY PAPER (see app. V)

The need for local government modernization is obvious.
Cities and counties are now called upon to do more for their
citizens than ever before. At the same time, the service
patterns of local government have been affected by the
growth of metropolitan areas, the uneven distribution of
need and ability to pay, and the need for intergovernmental
approaches to solve selected problems.

In some cases State legislation or even constitutional
change is required to facilitate annexations, consolidations,
home rule for counties, compacts, transfers of functions,
and establishment of regional authorities or multipurpose
special districts. Some States require that the public vote
on some of the above changes, which can be a barrier if the
change involves tax increases, concurrent majorities in
several jurisdictions, or change in city-suburban or city-
county relations. Also counties, cities, and special dis-
tricts with vedted interests are fighting to block moderni-
zation.

Even after these barriers are overcome, structural
changes, functional adaptations, and new powers for local
governments are not self-executing. Local governments need
professional management. The failure of States to periodi-
cally review and reform local governments has allowed the
continued existance of fragmented and antiquated local
government systems that cannot cope with today's problems.

A number of the public units currently servicing gov-
ernmental needs are not qualified to receive revenue sharing
funds because they have specialized missions and do not meet
the definition of general purpose local government. Non-
qualifying governments at the regional and metropolitan lev-
els include: regional planning councils, COGs, economic
development districts, various public authorities, and
metropolitan service districts. There are also regional and
subregional single purpose special districts, and school
districts, which are a special variety of single purpose
special district.

All these nonqualifying units, except school districts,
are potential competitors for the functions which are or
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could be the responsibility of general purpose governments.
Revenue sharing should not be extended to nonqualifying
governments because it would

--provide money to units which have less public account-
ability than general purpose governments;

——reducevthe impact of citizen participation and hamper
the effectiveness of public-interest lobbying on gov-
ernmental decisions;:

-—distort local priorities and local determination of
priorities;

--foster duplication of public services at a higher
rather than lower cost;

~-further fragment governmental authority, leadership,
and decisionmaking; /

--not substantially improve the effectiveness of re-
'gional and metropolitan type organizations because
their nonfinancial problems are even more serious

than their lack of funding;

--lead to further deemphasis of expenditures for human
needs; and

—-reduce the likelihood of local government moderniza-
tion. ' ’

These nonqualifying units, however, do have a place in
the metropolitan governmental structure. They provide in-
dispensable functions and should be strengthened. There are
ways of doing this without reducing the effectiveness of
general purpose local governments and without perverting the
philosophy of the general revenue sharing program.

General revenue sharing funds should not be given to
nongqualifying units, such as COGs or special districts. The
negative effects of allowing nonqualifying units to receive
this money outweigh the positive effects. It would most
likely lessen the amount of funds general purpose local
governments now receive. It would encourage the expansion

42



of nonqualifying units to the detriment of local govern-
ments, remove the initiative from local units, and lead to
more diffusion of decisionmaking. Other ways should be
found to fund the nonqualifying units.

GRASBERGER PAPER (see app. VI)

In spite of some recent advances, most State and local
governments have yet to emerge as modern and viable institu-
tions capable of effectively addressing current and future
problems. Past Federal efforts to influence the conduct of
local governments, for the most part, have emphasized the
improvement of discrete public services, effective perfor-
mance of which was deemed to be in the national interest.
While there is agreement that these measures have had some
effect on local government structure and processes, it is
not possible to isolate this impact. Efforts directed
specifically at enhancing local government capacity have had
a checkered record of success and failure. Yet, given addi-
tional time and especially more funds, these efforts are
being given a better than average chance to attain their
goals.

General revenue sharing, before its enactment, was
suggested by some as an appropriate vehicle to promote a
national objective of State and local government moderniza-
tion. Many of the arguments advanced by the proponents of
this approach have retained validity. But one of the prime
advantages of this suggested approach, the use of substantial
amounts of new moneys, has since disappeared. The feasibil-
ity of reshuffling the existing distribution scheme is
severely impaired by widespread and well-~organized support
by interest groups for continuing the present system.
Moreover, the likelihood of appropriation of new revenue
sharing funds over and above current levels is very small
at present.

- Should new moneys become available, or should it be
possible to divert some of the present moneys, they could
best accomplish the purposes of government modernization if
used as incentive grants and reward bonuses. To attain mod-
ernization, States and localities should be given great
freedom and flexibility in establishing reformed master
plans, criteria for bonus eligibility, and systems for
bonus rewards.
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Even if nothing results from suggesting a national
effort to stimulate local government modernization, there
remains the challenge of amending the‘Révenue Sharing Act
to reduce the impact of those features which tend to thwart
modernization.

Disincentives to local government modernization arising
from general revenue sharing operative in the Rochester area
are ascribable primarily to the elements and workings of the
allocation formula and to the lack of assurance of program
continuity. The definition of "adjusted taxes"--which ex-
cludes user charges, special assessments, and payments in
lieu of taxes~-~tends to hamper efforts to rationalize and
diversify local revenue structures and acts to further impede
the provision of subsidized low- and moderate~income housing.
The exclusion of school taxes has forced the city of Ro-
chester to engage in intensive accounting manipulations to
secure a reasonable allocation for ggneral city purposes.
The hierarchical intracounty allocation procedure discrimi-
nates among villages, towns, and the city because of their
governmental classifications. The requirement of crediting
taxes to imposing governments accords unfavorable treatment
to governments which contract for services with upper tier
jurisdictions. The infusion of disproportionately large
amounts of revenue sharing funds to small and wealthy juris-
dictions tends to retard local efforts directed toward con-
solidating functions and jurisdictions. The lack of assured
program continuity has induced local governments to allocate
large portions of revenue sharing funds for capital purposes
and programs of a one-time nature. )

While it is still too early to measure the full impact
of these and other disincentives to local government modern-
ization, they are being perceived with increased clarity by
local government officials. To help insure that efforts or
desires to modernize local government are not subordinated
to grant maximization, the Congress should take prompt reme-
dial action.
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INTRODUCTION

In the American system of government, one of the central
and continuing tasks of those entrusted with the responsi-
bilities of governance is to develop and maintain an appro-
priate balance between the national interest in achieving
certain common goals and the national desire to maintain
maximum local self~-government (itself a matter of great
national interest.) From the first, the American people
determined that in order to do this, a proper constitutional
basis was required, hence, the adoption of federalism as the
basic principle for organizing political power among govern-
ments in the United States. The constitutional distribution
of power among many centers was designed, among other things,
to guarantee that both the general interest of the American
people and their special interests as residents of particular
places or members of particular groups would find appropriate
means of expression. At the same time the frequent necessity
to harmonize those interests for the common good has necessi-
tated the development of legal, political, and administrative
mechanisms within the constitutional framework. From the
first, the dynamic character of American society has led to a
cooperative federalism whereby the various units of govern-
ment have sought to interact with one another to achieve those
goals which they have shared in common. Despite rhetoric to
the contrary, which at one time was even embodied in doctrine,
the United States did not choose, and probably could not have
chosen to preserve its federal distribution of power by clear-
ly separating 'tasks and functions among different planes of
government, as has beep the method of operation in certain

other federal systems. 1

Because the American situation has required intergovern-
mental collaboration on a large scale, it has also necessitated
a high degree of self restraint on the part of the various
partners within the govemmental system in order to preserve
the spirit of the constitutional division of powers as well
as the form. At an earlier time in American history, this
self-restraint was also reinforced by rhetoric and doctrine,
often enunciated by the Supreme Court. Since the New Deal
and increasingly since the 1960s, the o0ld rhetoric and doc-
trines have been eliminated from the scene, thereby requiring
more self-conscious exercise of self restraint, particularly
on the part of the Federal Government, if the principles and
‘practices of the American Constitution are to be preserved.2

50



APPENDIX TII APPENDIX II

Revenue sharing is one major manifestation of this
effort on the part of the Federal authorities to build self-
conscious self restraint into Federal policy. From the
first, partisans of federalism, Democratic and Republican
alike, looked to revenue sharing as a means for doing just
that. The argument that bound them together, whatever the
form of its delivery, was that, given the superior and more
equitable revenue raising resources available to the Federal
Government as a result of the adoption of a national income
tax, it would be sound policy to utilize that mechanism to
provide the States and their local subdivisions with a guaran-
teed share of those tax revenues to utilize essentially as
they saw fit. 1In this respect, revenue sharing was to be one
among several responses to the need to create new mechanisms
for the preservation of the country's original constitutional
principles under contemporary conditions.3

From the first, this principle of self-conscious self
restraint was greeted with a certain ambivalence within the
executive and legislative branches of the Federal Government,
based upon a serious concern for other widely accepted
principles of the American political tradition, namely,
those of accountability and responsibility. The question was
raised as to whether that government responsible for raising
funds through taxation of the citizenry should not also be
directly accountable for their expenditure. A second ques-
tion was raised as to whether the provision of unrestricted
funds to governments without forcing them to assume the re-
sponsibility for raising those funds would not weaken their
responsiveness to their citizens in certain fundamental ways.

General revenue sharing legislation was enacted only by
incorporating this ambivalence within it. Thus the partisans
of revenue sharing had to concede to Congress the right to es-
tablish formulas as to which governments would get how much
and impose certain general restrictions and accountability
requirements upon all recipients. On the other hand, oppo-
nents of revenue sharing were forced to concede wide discret-
tion to the States and localities in the use of the appro-
priated funds. Now that renewal of the legislation is being
considered, it is natural that these ambivalences should rise
to the surface once again, perhaps even more forcefully than
was originally the case because each side can now point to
actual examples to buttress its case, rather than being forced
to rely upon theoretical projections. Moreover, as is
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generally the case with large-scale government programs,
evidence can be mustered on every side of the argument in
such a way that the record itself will not be conclusive in
one direction or another but, rather, subject to interpre-
tatlion by supporters of this position or that.

It is at this point that efforts are made to bring social
research into play to do whatever is possible to assemble a
clear picture of the record of revenue sharing to date and to
analyze that record in the hope of generating a proper em-
pirical basis for drawing conclusions for future policy and
action. That is all to the good and is certainly an approp-
riate way to approach the problem. On the other hand, all
research must begin from a prior dquestion and it is all too
easy to pose that question in a "When did you stop beating
your wife?" manner. There is much of that in the assignment
given us here. The very title of this series of papers re-
flects certain a priori assumptions that perhaps should not
be made if a proper social and political analysis of the cur-
rent situation is to be made. I note this at the outset of
my paper because I will make every effort to avoid being con-
fined by the a priori assumptions that seem to be embedded in
the question in order to provide the best possible basis for
answering it.

EFFECTIVENESS OF PRIOR FEDERAL EFFORTS
TO INFLUENCE IOCAL GOVERNMENT CONDUCT

Since the founding of the Republic and even before, the
Federal Government has attempted to influence local govern-
ment conduct in one way or another. As early as 1785 when
the country was still governed by the Articles of Confedera- .
tion, the Congress enacted the Northwest Ordinance of that
year which provided for Federal grants to townships in the
western territories to encourage them to establish publicly
supported primary schools. The land grant system initiated
thereby continued to develop throughout the nineteenth cen-
tury to become an important means for encouraging local acti-
vities in the national interest, primarily, but not exclu-
gsively, outside of the original thirteen States. For the
most part, these were activities widely recognized on the part
of Americans of all political persuasions to be desirable.
Hence, local government did not look upon these Federal grants
as efforts to coerce them into undertaking programs not in
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their interest, but rather as supportive devices to enable
them to do what they would have wanted to do in any case. 1If
this was not true in every case, it was sufficiently true to
be considered the dominant local response. Confirmation of
this can be found in the fact that the people of the original
thirteen States wanted to acquire similar Federal assistance
to undertake similar tasks and applied sufficient pressure on
Congress and the President to bring them to devise ways where-
by such Federal support would be forthcoming. Thus, the land
grants to the new States (by 1850 a majority of the total)
were paralleled by the great surplus distributions of the 1830s
and 1840s (an early form of revenue sharing) and by Federal
reimbursements of ostensible State expenditures for national
defense in connection with the country's nineteenth century
foreign and Indian wars. Beginning in the late nineteenth
century, when suitable land was no longer available in
sufficient quantities, cash grants were introduced on a
nationwide basis to achieve similar purposes, out of which
grew the elaborate Federal grant-in-aid system of today.

Factors affecting local cooperation
and resistance

What of the effectiveness of Federal grants—in-aid and
other forms of funding in influencing local government
conduct? Several general propositions can be suggested.
Where there was a commonality of interest, Federal and local,
in achieving certain goals, Federal aid was very effective
indeed. 8o, for example, as the country embraced the princi-
ple of publicly supported primary education, locality after
locality made good use of Federal grants to create the coun-
try's public school system even though those early grants
had relatively few sanctions for noncompliance attached to
them and almost no effective means for their:revocation.

One of the common requirements attached to Federal land
grants was that the lands be sold and the funds placed in a
so-called permanent fund whose interest would be used to sup-
port the function to be aided. While the Federal Government
rarely acted to oversee implementation of this provision, in
fact, the provision was implemented almost without exception
on the part of States and localities under varying arrange-
ments suitable to different local conditions with good
‘results. Many of these permanent funds remain in existence
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today, over 100, and, in some cases, over 150 years since
their establishment, and continue to provide support, albeit
modest by today's standards, for the functions for which
they were established,

Where there was local reluctance regarding the purposes
of the grant, as, for example, in some of the southern States
in connection with the provision of public schools, the
Federal efforts were less effective. This has generally been
the case in American history and continues to be. In fact,
there seems to be something less than a one-to-one correla-
tion between the extent of Federal controls and the degree
of Pederal enforcement on one hand, and the effectiveness of
Federal efforts to influence local conduct on the other. That
is to say, while the Federal Government can impose its will
when it chooses to do so, to a certain degree, the mere
existence of requirements or enforcement mechanisms does not
necessarily lead to the desired results. Under the American
system with its wide open channels for access and negotiation,
local governments find ways to modify even the most drastic
Federal edicts if they choose to make a supreme effort to do
so. In any case, Federal enforcement is usually achieved by
prolonged negotiation of its terms rather than by fiat, even
where Federal grants, which technically can be revoked, are
involved. 1In part, this is because revocation of Federal -
grants is in itself problematic. Not only are there political
pressures that can be brought into play against any specific
acts of revocation but proponents of the program involved
‘generally recognize that revocation of a Federal grant is
likely to lead to no local activity whatsoever, thus defeat-
ing their purpose, which is to stimulate local activity, even
under less than perfect conditions.

Federal grants and other forms of funding may play an
especially useful role where local governments are neutral
regarding the Federal goals involved. In such cases, the
availability of Federal funds may enable local interest groups
desirous of fostering particular activities to gain the addi-
tional leverage necessary to bring their local governments
into the picture. 8ince the local governmental leadership
does not have a clear stance one way or another, the avail-
ability of Federal funds may well encourage them to act and
even to accept the Federal standards involved without serious
question. o A :
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Federal grants have minimal impact where there is wide-
spread local opposition. By this I mean opposition that ex-
tends nationwide to a substantial degree. The Federal Gov-
ernment can overcome pockets of local opposition, particularly
when it has the support of the States, if those pockets do
not reflect a stance widespread throughout the country. One
of the reasons why the recent efforts to promote metropolitan-
wide planning have had minimal success--and they have had
only minimal success~-1is because of well-nigh nation-wide
local reluctance to accept them, if not downright opposition
on the localities' part. In such cases, local governments,
realizing that they must at least superficially conform to
the Federal requirements, go through the motions while
arranging matters among themselves in such a way as to as-
sure that the review processes are all form and little or no
substance.

Widespread local resistance to Federal efforts has become
particularly evident in recent years, primarily because it is
only in recent years that the Federal Government has attempted
to unilaterally influence local government conduct without
first seeking a nationwide consensus in support of its efforts.
- As indicated above, the original grant programs and even those
of the New Deal period were generally Federal responses to
widespread local initiatives. A national consensus would
form on the virtues of establishing a public education system
and the Federal Government's superior revenue raising powers
(which have always existed in one form or another) were mo-
bilized to support the effort. The country wanted to "get
out of the mud" and mobilized the Federal Government to sup-
port State and local highway construction. Even welfare, a
more controversial area of governmental activity, was widely
accepted as necessary before the Federal Government enacted
the great cooperative welfare programs in the 1930s.

‘Beginning in the 1950s however, Congress seemed to be
increasingly receptive to providing Federal support for pro-
grams with limited constituency backing. So, for example,
supporters of better public libraries were able to secure a
. grant program from Congress in the 1¢50s even without having
to mobilize widespread State and local interest in library
development. -Since libraries were generally considered a
good thing, the Federal program provoked little opposition
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and, once enacted, served to stimulate matching State and
local efforts with generally good results.

By the 1960s, however, similarly limited interest groups
were able to influence Congress to enact programs which not
only had no widespread support but actually provoked wide-
spread opposition. Many of the poverty programs fell into
that category. Regardless of their merits in the abstract,
they represented successful efforts of certain interests
with very limited appeal. Hence, once they had to be imple-
mented at the grass roots it was relatively easy for local
communities to utilize governmental and nongovernmental re-
sources to frustEate them, despite a massive Federal effort
on thelr behalf.”

The urban renewal program as an example

The history of the urban renewal program is particularly
instructive in this respect. The original urban renewal grant
program was enacted in the 1950s in response to the efforts
of a very limited constituency. 'In fact, the Urban Renewal
Administration had to spend the first 10 to 15 years of its
existence in mounting a massive effort to gain local support
for its program, simply in order to give its money away. One
way in which it mobilized this support was by lowering Fed-
eral requirements for local participation or by recognizing
formal and insubstantial local efforts at compliance as suf~-
ficient to meet the Federal requirements. For example the
urban renewal grant legislation required that local communi-
ties adopt building codes in order to qualify for funds. The
Urban Renewal Administration, in an effort to convince reluc-
tant localities to participate in the program, was willing
to accept the most flimsy building codes as sufficient for
compliance and effectively agreed not to make any demands for
their enforcement. Many of the failures of urban renewal as
a program that have come to the public attention in recent
years stem from this effort to secure widespread local use
of a Federal program that did not have widespread local sup-
port. The end result may have been the achievement of a
nationwide basis for urban renewal but at the expense of the
original goals of the program. All too often, urban renewal
became the handmaiden of relatively narrow special interests
whose own profitmaking goals were in direct conflict with the
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goals of the reformers whd were able to secure enactment of
the program in the first place.6

Technical assistance

Another means used by the Federal Government to influence
local government conduct is through the provision of technical
assistance. Here, too, the earliest PFederal action goes back
to the early republic when the Federal Government, by virtue
of its maintaining the only engineering school in the country
at West Point, had a virtual monopoly of civil engineers in
the United States. In the early nineteenth century, these
civil engineers, as members of the U.S. Corps of Engineers,
were lent to States and localities to undertake public works
projects for specified periods of time.

Contemporary Federal technical assistance programs are,
in some respects, more elaborate and, in others, represent a
retreat from that earlier position. Very few temporary tran-
fers of personnel occur today. At the same time, technical
assistance remains a most effective way for the Federal Gov-
ernment to influence local government conduct, primarily be-
cause it is generally provided where a strong local interest
already exists. With that strong interest comes a predisposi-
tion to utilize the assistance made available. In an age
where the tendency is to assume that people and institutions
will only respond to sanctions, explicit or implicit, tech-
nical assistance is not looked upon with great favor as a
means of spreading Federal influence. WNevertheless, there
is good, if incomplete, evidence that argues for wider use
of technical assistance. The evidence is incomplete, pri-
marily because in the pursuit of new means of levying sanc-
tions, little has been done to study the impact of technical
assistance since the nineteenth century.

Planning assistance

Federal encouragement of local planning efforts, whether
through planning requirements attached to grants or through
the provision of technical planning assistance, represents
another means whereby the Federal Government seeks to in-
fluence local government conduct. While primarily a product
of the New Deal period and after, this means also has its
roots in early American history. 1Indeed, the Federal land
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survey of the great bulk of the United States, begun in the
1790s and not yet completed in the remote parts of the land,
probably remains the greatest single Federal planning effort
ever undertaken in this country. The Federal land survey
virtually determined the planning of local communities through-
out the public land States and continues todo so because of
the patterns of land ownership and development which it es-
tablished then. Here, too, there were no sanctions attached
to force local governments to follow the survey lines. 1In
fact, one would be hard put to say that the survey was even
directed to forcing local conduct into specific patterns, ‘but
the objective conditions which it created, reinforced by con-
gressional land grants based upon the divisions established
by the survey, brought about that result.

More recent Federal efforts in the planning sphere have
moved from attempting to stimulate local plamning activity
to attempting to force particular kinds of planning upon
local communities. It has been argued that the stimulatory
efforts of the 1950s and early 1960s were less than successful.
If the measure is the creation of master plans and their im-
plementation, then that judgment must stand. However, the
question can be raised as to whether those are the best cri-
teria by which to judge the effort. One clear result was
. the strengthening of the planning profession and the dif-
fusion of professional planners to communities of all sizes
around the country. 1In the last analysis, the creation of
professional planning staffs in those communities will prob-
ably have greater long-range benefit than is generally recog~
nized among evaluators of the programs today.

Here, too, little if any research has been done to de-
termine what impact the diffusion of planning professionals
has had to date, but those who understand the realities of
government know that proper staff is inevitably likely to
have greater impact than any kind of paper plans. If that
impact has not been as great as it could be, it is partly
because the planners themselves had to go through a period
during which their efforts were focused on master plan making
without regard for process and implementation and only now
have reached a level of professional development that permits
substantial numbers of them to see beyond that problematic
effort. 1In quite a few communities, especially in those
where the professional plammers came upon this wisdom early,
the Federal effort has already paid off enormously, even if
not in the ways initially expected, without any linkage to
potential sanctions because the local communities themselves
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have learned the value of certain kinds of planning and have
learned to make use of their planning professionals in use-
ful and appropriate ways.

Forced planning efforts, on the other hand, have pro-
voked deep local opposition that may have long-range impacts
that are clearly counterproductive to the intentions of
those who first invoked Federal power in the matter. The
very use of Federal power in a forcing way is a product of
the late 1960s, when the last of the earlier restraints of
rhetoric and doctrine were swept away and the need for Fed-
eral self-restraint was as yet unfelt. In almost every case,
Pederal power was invoked when a small minority of reformers,
convinced of the rightness of their position, were able to
get the upper hand in either the Federal executive or legis=-
lative branches without having broad based support. Indeed,
their very willingness to use force is an indication of how
much of a minority they were and how deeply they felt the
necessity to force compliance with their schemes. Their
situation was a classic one which can almost be summarized
as: the greater the consensus the less the inclination to
use force; the less the consensus the greater the inclination
to do so.

The use of force on the part of a determined minority
convinced of the rightness of its cause may lead to farflung
changes in political systems built differently than that of
the United States; but in America, unless the determined
minority can evoke the response of the majority (as did the
civil rights movement between 1954 and 1968), the very char-
acter of the polity will intervene to block its attempt.
Unfortunately, in the process damage may be done to the
country's institutions as well as to the reformers' cause,
in equal measure .8

Federal requlations

In an increasing number of cases, the Federal Government
can influence local government conduct through regulation.
This is particularly true in all those areas of economic
regulation into which the Federal Government has entered
since the New Deal. These are areas in which the Federal
Government acts unilaterally.9 A particularly striking ex-
ample can be found in relation to the 1973-74 energy crisis
during which the Federal Government even went so far as to
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set maximum speed limits without so much as a single serious
voice raised to question the constitutionality of its action.
Wage and price controls represent another such manifestation.
Simple observation suggests that direct Federal regulation

of this kind has very great success in influencing local gov-
ernment conduct, although it should be noted that there is

a total absence of studies to determine just what the effect
is and whether or not affected State and local bodies are
able to utilize other means to significantly modify the im-
pact of such regulation. At the same time it is also true
that the greater the effect that such regulation has on local
government conduct, the more likely it is to be in clear
violation of the spirit of federalism if not of the letter

of the Constitution. Thus, utilization of this form of Fed-
eral influence may lead to great success in achieving certain
reforms but will also do great damage to other principles of
the American political tradition.

It should be noted that even so unilateral an act as Fed-
eral regulation does have a‘cooperative dimension as well
as a coercive one. Most of the Federal regulations having
to do with safety, fairness, and consumer protection simul-
taneously serve the interests of State and local governments
insofar as all three seek to protect the citizen against
unscrupulous private interest. The earliest direct Federal
regulation of commerce, going back to the late eighteenth
century, involved the setting of Federal standards for bonded
whiskey (a regulatory system still very much alive). As the
" first piece of Federal consumer protection legislation in
the United States, it has subsequently been followed by a
long chain of such regulatory legislation, much of which is
parallel to State legislation and local ordinances dealing
with the same matters. Another early piece of federal regula-
tory legislation, that setting safety standards for steam-
boats plying America's rivers, was also but the first in the
long line of similar measures. Only in the period since the
1960s have such measures attempted to be preemptive of State
(and by extension local) enactments rather than supplementary,
complementary, or reinforcing. The shift is a significant
one and is particularly ominous because there is no evidence
whatever that it has broudht improved results.

One early example of Federal Government use of its
regulatory powers preemptively has left a record that can
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be judged. The Interstate Commerce Commission was initially
established to supplement State efforts to regulate the great
interstate railroads whose interstate character had seemingly
placed them beyond the reach of State control. After World
War I, Congress effectively preempted railroad regulation for
the ICC and then when the States could no longer do more than
petition against abandonments of service, the Commission pro-
ceeded to foster the demise of much of America's railroad
network, in a way that probably went against true national

as well as local interests. Since then, there has been a
continuing confrontation between State and local governments
speaking for the interests of their populations on one hand
and the ICC on the other regarding railroad mergers, further
reduction of services, and the like. In retrospect, the
States and localities may well have been better spokesmen

for the long-randge national interest than the ICC in a
majority of the cases.

Political persuasion and the
limits of coercion

A final means whereby the PFederal Government exerts
effort to influence local government conduct is through poli-
tics. On the surface, this seems to be the most amorphous
means of all, but it is also one of the most effective as
benefits a democratic society. Of course, it is the oldest
form of Federal influence. During the Revolutionary War, it
was perhaps the only form available to the embryonic Federal
- Government. Woodrow Wilson and Franklin Delano Roosevelt
masterfully used political chamnels to influence local govern-
ment conduct in the development and implementation of the
New Freedom and the New Deal. Both Presidents were espe-
cially active in utilizing political persuasion and "clout"
in dealing with State and local officials, directly or
through their agents. In that, they were no different than
most other activist Presidents but because of the circum—
stances, their efforts represent models of how politics is
used most skillfully to those ends. While politics is not
always a matter of persuasion and frequently has extraordi-
narily coercive aspects of its own, still there is much to
be said for achieving Federal influence over local government
conduct in that way rather than in more blatantly coercive
ways.
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Looking back over American history, one finds that recent
Federal efforts, beginning with the mid-1960s and President
Johnson's "creative federalism" have tended to increase the
amount of coercion applied from Washington both legislatively
and through administrative regulations (which frequently
exceed in coercive content anything intended by a majority
in Congress). The end result has not been greater success
in the achievement of the goals that are stimulated by
coercive measures, even where overt local government conduct
can be seen to have been influenced by them. Rather, such
measures have contributed to what seems to be a breakdown in
the quality of government services and the simultaneous de-
cline in public confidence in the Government's ability to
contribute to the solution of the nation's problems. If this
seems paradoxic